An Interview withJohn Latham
Chairman,Camgrain

Farmers with focus

Camgrainis the UK’s largest farmer—
owned central grain storage business
providingacomplete ‘combine to
customer’ service. Camgrain has
been at the forefront of establishing
supply chain partnerships with

grain processors, manufacturers
andretail groups.

In 2007, Sainsbury’s announced

that Camgrain, via Openfield — has
been offered along-term two year
contractto supply the wheat milled
for Sainsbury’sin-store bakery flour
by Whitworth Bros Ltd, providing
longer-term security. For the first time,
British arable farmers have a direct
relationship with a specific retailer
supplying the wheat for their in-store
baked bread, and Sainsbury’s are
able todemonstrate sourcing with
integrity and best provenance.
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There has been a subtle shift where
food companies have sought to
secure their supply of raw materials
on a more sustainable basis and

to demonstrate to consumers that
they are doing that with integrity.
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EFFP: Camgrain setout to
achieve something unique: the
organisation and alignment of
farmersthroughalarge, well
invested and professionally run
central storage facilityonascale
thatallowed you to build effective
supply chain partnerships that
extend, in some cases, toretail
level. Why did you choose this
direction forthe business and
how important has farmer
ownership and commitment
beentoachievingthat?

JL: It has always been adeliberate
strategy to build our ownership
stakeinthe supply chain because
we feltit was the best way to benefit
our members. The Camgrain
business startedin 1983 asan
off-farm storage solution with about
15,000 tonnes capacity and it has
since grown year onyear to 2009
where we now store around 250,000
tonnes of combinable crops,
whichis supported by 350 members.
Aswe grew we reached acritical
sizewhereweareabletoactasa
dedicated sole supplierinaclosed
loop supply chain. That alsocame at
atimewhenthe consumer became
more interested in where their

food comes from and they therefore
put pressure onretailersand
manufacturers todemonstrate
best provenance. We were both large
enough to meetthe level of demand
and able to give the customerthe
opportunity todemonstrate best
provenance; all of a sudden we were
able towork with the supply chain
and be part of it, rather than just
beinga suppliertoit. Beingjustan
off farm storage solution has limited
benefits forour customers soas

we grew in size our capability todry,
segregate and blend our members’
grain to specification grew as well.
Thisis somethingthathas far
greater benefitto our customers
enabling us alltodrive costs, waste
and duplication out of the supply
chain. Farmer ownership and
commitment was essentialin all of
this. Our board of directors worked
with EFFPtodevelopanddrive the
strategy and the investmentcame
fromthe members.
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EFFP: What have the members
invested inand howimportant
was it to have customer support
wheninvesting?

JL: There has been substantial
investmentin fixed assetsin two
sites just south of Cambridge.
Ourfirstsite, established in 1983,
islocated in Linton and has 150,000
tonnes capacity. Our mostrecent
investment, to establishasecond
site (an Advanced Processing
Centre where we have increased
capacity and processing capabilities)
islocated justdowntheroadand
came from our farmer members
continued demand and has been
supported by grant funding from
the East of England Development
Agency through the Rural
Development Programme for
England. The members have
alsoinvestedin less tangible,
butequallyvaluable, assets such
as management expertise and
organisation, logistics expertise,
product quality control, financial
securityamongst many others. The
role of the customerin supporting
investment has been essential
because it sendstherightsignalsto
farmersthatthisistheir preferred
route to source their food ingredients
from. Thatis a powerfulmessage
because when itcomes to farmers
investing or re-investing their money
it givesthem confidence that there
isasustainable route to market
that will provide areturnontheir
investmentdeliveringalong-term
solutionto farmers and customers.

We are able to offer a holistic
supply chain solution that
can be traced right back

to a known group of farmers.

EFFP: What does the customer
getinreturn?

JL:Ithink the mostvaluable thing
we are able to give our customers
isaform of brand protection to
processors, manufacturers and
retailers of food products where
the market place expects best
provenance, quality and integrity.
This means, therefore, that the
supply chain also needsto have
the utmostintegrity because if
thereisaproblem, brandvalue

can be quickly lostand that can be
verydamagingasitisinthebrand
where the most value often lies.

So between the need to control the
supply chain and deliveringwhat the
consumer wants, there is something
unique in what Camgrain can offer
andthat gives protection and
assurance to manufacturers and
retailers of branded food products:
thatis whattheyare buyinginto.

Avery good example is the contract
we have to supply Sainsbury’s,
through the miller Whitworth’s, with
flour forall theirin-store bakeries.
We are able todry, segregate and
blend all of Sainsbury’s wheat
requirementstothe correct
specification and demonstrate
best provenance. By working with
the miller Whitworth’s on avendor
assured basis, thereisavery high
level of quality controlinthe supply
chain. The benefits do not stop
there because we have been able
toreduce cost (forexample, through
out of hours delivery tothe miller
and by removing duplication of
testing processes). Because of this
we have also been able toreduce
stresson the road network, which
inturnleadstoareductionin
environmentalimpact. Incombining
allthese benefitswe are able to
offeraholistic supply chain solution
thatcan be traced right back
toaknown group of farmers.

EFFP: The onset of recession

has led the major multiple
retailersto sharpentheirvalue

for money offering. Does itconcern
you that the pressuretoreduce
costs willextend down the supply
chainand be the dominant focus
going forward?

JL: Ithinkthat has undoubtedly
happened in some chains; for
example, fresh produce where
prices are often negotiated on an
individual basis and with less price
transparency. We have not felt it for
tworeasons. First, because there
isaglobal reference price for grain
sothereis greater transparency
and second, demand for bread
and cereal based products tends
to berelatively constant.

EFFP: Butif the road to economic
recovery is slow and supply chains
areunder pressure toreduce
costsdoyouthink the trustand
commitmentyou have beenable
todevelop willbe tested?

JL: We would hope not! We are
assured thatalthough itis tough for
consumers and in someinstances
consumers have been trading down,
the underlying trend is unchanged:
consumers want good value food
and all the extras that gowith it, such
as provenance. If the supermarkets
believe thisis still the case then the
opportunity must be tohave more

of these supply chain arrangements,
notless. Inthe lastfew years|think
there has been a subtle shift where
food companies have sought to
secure their supply of raw materials
onamore sustainable basisand
todemonstrate to consumers that
they are doing that with integrity.
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Both our members and customers
are looking for long-term stabulity
not short-term opportunism.

EFFP: Allthe same, the pressure
on food companies to offer
consumers greater value for
money hasincreased. Isit
possible to give consumers the
added value benefits which they
have become accustomed to, such
as provenance, and at the same
time reduce supply chain costs?

JL:We are already doing that. [fyou
take the Sainsbury’s contract we are
able todeliver the same high quality
product and take costoutat the
sametime. Forexample, Sainsbury’s
usedtorelyon 20 per cent Canadian
wheat for their Taste the Difference
range of in-store bakery bread but
by working very closely with us—

and particularly Whitworth’s —they
have been able to produce 100 per
cent British flour from domestic
grist. Being able towork on avendor
assured basis meansthatweare
able toreduce waste, drive logistics
efficiencies and, by maximizing
frontend infrastructure at the mill,
take costoutatthe millaswell.
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EFFP:Hastheincreasein
volatility in grain prices made
itdifficult to balance member
and customersinterests?

JL: Both ourmembers and customers
are looking for long-term stability not
short-term opportunism, because

of that we have been abletotakea
lotofriskoutthe chain. The onusison
the customer to secure that long-term
stability butitis quite easytodothat.
Forexample, they can secure abase
price for wheat now for up to two
years by using a futures contract,
sothatalready gives them some
certainty. What we canalsodois
agree, inadvance, a margin above that
base price for bread making wheat
sothecustomerisable to secure that
premium to give them an extra level

of certainty. We will back our positions
off against contracts with our farmer
members so they get some security of
demand and price. Thisenables us to
balance supply and demand and take
alotofuncertainty outof the chain
forboth our members and customers.
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EFFP: Farmers are faced with
several long-term challenges, not
justvolatility. Forexample, the
needtoincrease productiontofeed
agrowing population buttodo that
with less energy, less water and
with as little environmentalimpact
as possible. How canabusiness
like Camgrain help the food chain
tomeetthesechallenges?

JL: Qur prime focus isto meet our
customers’needs and wants. We have
to beresponsive to these broadissues
and for us that means we need to
deliver what the market wants as
competitively as possible. I think the
onus falls squarely on the industry
(forexample agricultural, chemical
and biotech industries) toinform
consumers whytheseissuesare
importantand | am sure that will be
aninteresting debate going forward.
Inrespondingto theseissues|am
sure there will needto be ajoined

up approach between producers,
processors, manufacturersand
retailers but with such a fragmented
producer base that can be difficult.
Thatiswhere businesses like
Camgrain can play animportantrole;
because we represent agroup of
farmersthe food chain only needs

to have one central point of contact,
not350disparate ones, inorder
toimprove communication and to
facilitate co-ordinated action. So as
farasourbusinessisconcerned we
willdowhatthe market wants, as far
astheindustryisconcerneditisreally
important that we have this debate.

The role of the customer in
supporting investment has been
essential because 1t sends the
right signals to farmers that this
1s their preferred route to source
their food ingredients from.
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ABOUT US

Weare

= Aleadingagri-food business
consultancy

= Ahands-onorganisation
that developsinsightfuland
innovative solutions

= Backed by the farming and food
industries and also government

= Anational organisation with
adedicated team of highly
experienced product
sectorand regional specialists

= Bornoutoftheindustryand
committed to delivering our
mission;all profits are reinvested
backintothe industry

Our expertise, reputation and
independence has enabled usto
deliver over 250 successful projects
across many product sectors to clients
throughout the food supply chain.

We offer

= Strategicinsightsintowhatis
happening both globally and
nationally and crucially the
implications for UK businesses

= Arange of business development
services to help deliver growth,
organisational and structural
improvements and continuing
professional development

= Expertadvice and practical solutions
tostrengthen and integrate the
supply chain back to farm level

= Anopportunity to share knowledge
through our networks, publications
and events programme

Who to contact

We have a wide range of expertise,
knowledge and interests throughout
ourteam and deliver business
developmentand supply chain
services bespoke to our clients
needs.Todiscuss how EFFPcan
supportyour business please
contact one of our team below,

Sion Roberts
Chief Executive
sion.roberts@effp.com

David Neal-Smith
Commercial Director
david.nealsmith@effp.com

StuartThomson
Associate Director
stuart.thomson@effp.com

Duncan Rawson
Associate Director
duncan.rawson@effp.com

Mike Ader
Business Development Director
mike.ader@effp.com

Alternatively, please contact

our central office

English Farming & Food Partnerships
4th Floor, 45 Ludgate Hill

London EC4M 7JU

Telephone 0207213 0430
Or visit our website at www.effp.com
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